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{ pint 2. of the Staff (ommittee acsiymmont reads as followss

"As a corcllary to (1) sbove analyse the ef fectivenese of ., ,
unilateral controls in the ght of current U.7, eeonomic defence policye®

The fellowing presentation crntinues the analysie provided for iuint 1. and
ie part L.De in the analysias:

L. ¥ffectiveness cof «:ilatersl .. . eantrols in achleving basic ..x.
control objectives:

(Le7o control objectives are discussed under L.h. abeve).

le Feope of unilateral ‘..., controls toward ‘oviet blocs there are two

basic sreas of the:ew ecntrols « (a) items for whish a valldated export
licenze 18 required but which are under a presomption for spproval for
Soviet Lloc destinstions wnd (b) items sn: tec:nical dats for whieh a
validated export licunse is requivec and which are under a presumpti n
for cenial for Soviet bloe d-stimstions. Oroup () consists of o vary
lerpe coversie of trading goods - prouably 0% or more of the totel
fielde COroup (b) conciste of ftems uniiaterally denied by the .5, for
reassne of (1) strategic significance for Soviet bloc in eombination
with judgment t &t impect on Tovict bloc would be effective, (2) strategic
significance and judgment of “cloar military imjortance® even though no
effective fmpact on Soviet blee 1s clear and (3) s breed rense of

' tec.nical data excluding aueh purs recearch and published date avallable
to general publice.

2, Effectivene:e <f unilaters)l ccntrolss

(8) Itess under presumpti n of sprre-al for Zoviet bloc: both L
e trels and policy ehould continue ng at recent) are # fective
because they provide (1) uppertunity for qualitative and quantii
tative roview of develcpments for whiech constant investi ,ation
and ovalustion cannot be efiectively carried out - thus aofferirg
opportunity t prevent unintentiomal major loeser to swcurily, ang
() adminietrative leeway aceomcdates chan;es in pollicy toward
entire Soviet bloe, U SR or individusl saieilites wiincut open
change in regulstionse Deescd valuable in terms both security
and forelgn pcllcy comeiderations.

(v) Itens under presusption or cenial for Soviet bloes

(1) Itenms Cemmed t> ha.e effective fmpact on Soviet blecs controls
have efiective lapact uné no tasic chan:e nree: 2arye Thase
fteas total 39 (U Ltexs on Tav §)j during o', 1ist review in
1958 they were judied o ve of strate ic siyvifficance and i.:.
unilateral ecntrol viewed a: effective in ‘mposing adverse
iopact on Soviet bloce Degree of efiective unilateral contrsl)
varied but in cedn instanee war judied to have offectivs impa: t,
{18t review concluzicne still barlcally vallde Further !riorma-
tion and analyetis could lead % ctances; »ormal procecdures cxlst

‘ for such review.
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Effectivenes: of e, unilateral conirol: car @ incresved by
anti-Tructration measures, Ho problem lorezeen In aprilcation

UERel mesrurss on ré Free -~orlc countries & prevent,
uh & cape~Dy-case basis, fructraticn of i .. eontrel (olicy so
lony s sdeguate yrovision continuer for corsicegration foreirm
ralicy and othear relevant concidarations crior to declziors.
“tate would oupore extreme actione.

Major eous exlsts as to expanding ap: llcation Ireseury's
ranraction CONtroies LUelen:e mﬁawmru view i to exjand
transaction contavls on telective tarls where Can be used
offectively to ineresce iwmpact un Scviet tloc and would not
hve geri-ome dercrnstrable adverse lspact on rela:tione with
friendly povermments. ‘ireasury would agree tc extangion of
eontrols were they woul s trably be effecilve but only
1f such sction would not be her=mful % nresent cunirols and
would not produce foqelgn relations rescticny of a haraful
nature. I belicves that extens'on of transaction controls - st
over techrleal dasta vé%;lﬁ’/\ﬁ. ineffective and that desired ‘;/ T
rerults eculd te better achloved under .xort Lontersl Hepula-
ticna, It belicwer that the bLurden of proof rapsrcing exe
tension =7 transsctloh cortrele lies with the proponenta of
tris rroposal. Gtate Department opposss any expansion of
transaction e¢ntrols on beels any such expansion would be
. rarmful to forelyn relstiors. (Yee Tab 10 for f+llsr
state: ont on 1:sue.)

{2) Items ot deemed tc sve effective adverse i-pact n foviet
bloecs theste controls should be continucd even though have ro
sffective lmpact on bloce wt «f the reeert list revisw cese
11€ such items, <xb of these items cesess "clear llllary
fmportance” and spproval on such roods would narm trade control
pogrss and DL, posture n Yree sorld on cold war.e Mo real
patis for motlefru: tration measures exist in ti.is conection.

(¢} Tecrnical data subjeet to rresomyticn "or denial for “ovl. ¢ bloct
moet technlcal data are sunjeet 80 & denial peliey. :ffectivensss
of current denial pelicy on proprietary tecinics. date aned services
varies widely depencding -m U-e tectmical data invclvec and tre i ce
of ... controle seing applieds Current ;i itey rovicer for an
ares of spproval of teewmical cata to L Wl but does not rpell
cut what this ares is. setusl ;rectice r.s defined t:le Liwa as
conziating of technical deta ot relate. to eommsdities sunject to
& denial rolicye Tils take: "o cognisance »f such lisues ag Sevist
eeorinric penw tratlon or brosd expansicn of toe foviet indusirial case.

e Departwent of Slote and the 430 eontrol crrtain techmienl aata
relevant to their Clelds.

‘ Technieal dris on whic' denial p-licy cun have effeciive adverse
Tnpact on Scviet Sloc: tie ma or re:s of sfiective 17 act 16 Lo
s 7o de.ree in industrial reccares flelce sut Sl ool in Lre Lrence
lation leveratory and pilot clant develrimente iote pracilcal enpircering
of clant and jracess eperatlon for ecunc fe s07 high volume irocductions
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The impact un the Soviet bloc deriver largely ‘ro: the high coale in
investrent of tise, advanced skille in eome of wileh tne Blee s
lacking aod in fzacilities zany cf which »re ver; costly and must

be specially ceri;ned. The ava!llabillity cf wuch iechnical data
could et only speed up rerformance under Joviet bloc production
plang but coule also perwit major change: thereiny ladirectly, wmich
denial alge tende to 1ls1t ire {lelds whieh ihe Tovlet nloc sipbt
othervise e able (o utilise in laier ecorngalc penstrati-n and
rarket disrapytion efforts.

i ectiveness of technical vats conirol tec .niquess (urrent L.l
fectnical cdata controlc eontlob ol @ mehS: Lofy cof ol over direct

or ludirect exparte W e boviet bloc snd & voluntary sy:tem over
such export t ¥Free World countries o jrevent s ipmen’ w . ovizt
tloe through taird countrie:. 7Toe extent to whcn the ossible
sffectivencss deseribed ir tie jrecediry pare raph ¢ be -ghieved
cepends on the eliwetivenese of the:e eontrol leciniques. The

manda ory ceatrel over direct shipment Lo Blue 1s roas.nably effeciive
Bt eouid (rocably & Liproved by wicer ubllelity. Tue mendatory
licenee requireament for indirect ex,ort to coviet tlic vla toir
couniries 1s muGh les: effective, IL w 11 jeners..y e elfective
woere projosed silpmente & e ¥o large 'r striking ir character 'rat
the proposed shipment and enough of ite detalls srs broo.ht U 21ipht
fairly carly. Good gxsmples are eeveral of the chemical plant
wennology ceces now under review. In other irstances, 'owever, the
vages nRy ot be brought to 1Lk, forelgn flrms may not elsarly Ynow
their responsibilitiea .nder .., re;ulations, .. . technleal data
involvement nmay be iritlally unclear, and, in any ca:e, they may
ox,ort equipment snd materials from wiiéh U, . tee'mology 1s
sitractable and not he lun vislatiem ¢f iresont regulations. This
volunter, sysie:. wue in'endec to help remedy these defecte. ¥t has
been helpful :ubt rema’ns inacegquate. hile 1t can and mhould be
strenythoned by wider publlclity and consulstion with incdustry, it
cannst be relied on in the wore sivnificant arear. Sines tas 3y tew
is voluntary, not all firse will eormsult before acting amd lectmical
daie and zervices may ve exported and long Lerm contmcte zade
without the control officinle ever vein, swire I Liex g2 Lhat
gquestlonacles caces cuulo be exa lmd ane secaut! nary acticn taken
ingure ¢ tinued denial to the flog. Iven wiere cases sre tranht

te attention of conwrol official:r the rusulng advice need rot te
fo.lowede The Lest assurance uf & lective contrsl is a wumialory licen:e
requiressnt for saporte f iaportant tecinical date t- Free wxurld
eosntries. dandatory controls torard kree worle couniri: @ have Deen
under esxs.ination and 1:3&-&:-:@&:1& advice :n (oansrce ;roicsals is
bein; sought in the M(LF structures At best the application of ruch
mandatory contrels will ve over l:jcrtant but relatively narrow [ielas,.
Therefore, lhe effectivensss I the conbrol techniques on tie remantoy
technical cate will require lsprovement i+ the ap:lication =f current
techniques.
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Technical data o which denial Qoligy(fms leas elear acverse lmpact

o7 Boviet Dlocs Controls are effective Ln some arsas &4 Lnellective
Ir cthers. CGmtrol should be maintained but extent of denlal ;. ilcy
shoulé ov reviawed., n sany industrial crese effective cortrsd
tecinigues can olrar.y impose an effectlve unilateral irpset ur tiw
Soviet blce with the impositiom of siynificant ad-itionsl coelse

Vere denial :'iey should be continued, 1In oth.r are:zs the sipnifie
caree of the teehnlcal date riow under contrul nay be unclear in leras of
fwpact cn the ‘oviet blcce ers eontrols theuld oe eontinued to permit
precentive sction where impertant <ata is uncovered but ¢ i« deou tful
1f current denial ;olicy need be cortinued over ent're ares slnce -
many of thiise areas there is cl:ar avallabllity from otoer Frue :urld
sources and cenial may bave no sffective lwmpact ~n loviet bloes

The relaticnship of Treasury iransactiom Controls to tecrnieal ‘sla
eortyrols i discussed ir Tab 10,

Nole on Diversions vlative to Soviet Bloc Heed:

tyen the ilsited enforgement and investijatisn jacilities presenti; svailable
have uncover-d h.odreds of viadlations of .. . cuntrolled goods eagh yssr w:.ieh
ine.ude numerous diversizns to the Soviet bloe. Lach year the car ¢ for invesile
‘ gation have been chozen on an ircreasingly selective baslc snu tle number of
diversion cases o ihe dovict bloc bas usen increasing, «f the 115 current
inve: tiraticn ceascs about 351 lnvolve actual or stte ptid trarsshipmente W the
foviet blog.

ihe princijel aresr of current diversivm e/forts spresar to cover elictrocle
testiry and mesguri g euul.ment, research laboratcry equipment, electronic cume
ponents, and horon -aterials.

¥rbar; oeé Lovon saterials, for wilen the .. 1 the priocel -al world suipi ter
provide a pood exawple of diversiomary activity. [lnee 1955 more than 35 full
gcale investi-ationt have been conducted onm 1ll:gal diversions 27 uore saterialc.
thes- oltempls leve lnvolved all of the wsusl diversisnary technliquas ard trading
roates with new routes beingy cocnstantly cevised as earlier cnes ars blocked) sowe
dlv:-slone have besn ;reventedj others have p:eceeded. o far 17 firms (3 - 1. .3
1k -~ foreign) have lcet trelr exporting privilesss Lecause nf these diversionsj
otus> ¢ar g are row under esepliance rroceedir; s involve 7 other partie: [n {ive
gourbries.
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